SENATE  BILL 


No.  1089 


INTRODUCED  BY  SENATOR  BOYNTON, 


January  30,  1913. 


Referred  to  Committee  on  Insurance. 


AN  ACT 


Providing  for  the  Organization  and  Management  of  Mutual 
Workmen’s  Compensation  Insurance  Companies  and  Defining 
the  Same  and  Regulating  the  Transaction  of  the  Business 
of  Mutual  Workmen’s  Compensation  Insurance  in  the 
State  of  California. 

The  people  of  the  State  of  California  do  enact  as  follows : 

1  Section  1.  Any  number  of  employers,  not  less  than  five, 

2  may,  subject  to  the  approval  of  the  insurance  commissioner, 

3  form  a  compauy,  incorporated  under  the  laws  of  this  state,  for 

4  the  purpose  of  insuring  its  members  against  the  liabilities  im- 

5  posed  upon  employers  doing  business  in  this  state  under  and 

6  by  virtue  of  chapter  three  hundred  and  ninety-nine  of  the 

7  laws  of  1911  and  ‘all  acts  amendatory  thereof,  supplementary 

8  thereto  or  any  revision  or  reenactment  of  such  act  or  any  new 

9  act  to  be  hereafter  enacted  with  reference  to  the  payment  of 
10  compensation  to  the  injured  employees  of  such  employers. 


11  Sec.  2.  It  shall  be  within  the  power  of  the  insurance  eom- 

12  missioner  to  limit  the  membership  of  any  such  mutual  com- 

13  pany  to  those  employers  engaged  in  the  same  general  character 

14  of  industry  or  to  employers  within  a  limited  part  of  the  state. 


15  Sec.  3.  The  articles  of  association  shall  be  submitted  for 
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approval  to  the  insurance  commissioner  and  shall  set  forth: 

First — The  names  of  the  employers  entering  into  such  asso- 
,  ciation,  their  places  of  residence,  the  nature  of  the  business  in 
which  they  are  engaged  and  the  number  of  persons  employed 
by  each. 

Second — The  name  by  which  such  incorporated  company 
shall  be  known,  which  shall  include  the  word  “mutual,”  and, 
if  the  liability  of  members  is  limited,  the  words  “limited 
mutual.  ’  ’ 

Third — The  period  for  which  such  company  is  incorporated, 
which  shall  not  exceed  fifty  years. 

Fourth — The  number  of  directors,  which  shall  not  be  less 
than  five  (5)  nor  more  than  eleven  (11),  and  the  names  of  the 
directors  for  the  first  year. 

Fifth — The  location  of  the  principal  office  of  the  company, 
which  shall  be  in  this  state. 

Sec.  4.  The  incorporators  of  any  company  organized  under 
this  act  shall  have  power  to  make  such  by-laws,  not  inconsistent 
with  the  constitution  and  law^s  of  this  state,  as  may  be  deemed 
necessary  for  the  government  of  its  officers  and  members,  for 
the  admission  of  new  members,  for  the  assessment  and  collec¬ 
tion  of  premiums  and  assessments  and  in  general  for  the 
proper  conduct  of  its  affairs.  Such  by-laws  shall  not  be  effect¬ 
ive  until  a  copy  thereof  has  been  filed  with  the  insurance  com¬ 
missioner  and  approved  by  him. 

Sec.  5.  Every  employer  accepting  a  policy  in  any  company 
organized  under  this  act  shall  thereby  become  a  member  of 
such  company  and  shall  become  liable  for  his  proportionate 
share  of  losses  and  operating  expenses  as  hereinafter  provided. 

Sec.  6.  No  policy  shall  be  issued  by  any  company  organized 
under  this  act  until  subscriptions  have  been  received  from  at 
least  two  hundred  employers  for  insurance  upon  an  annual 
payroll  of  at  least  one  million  five  hundred  thousand  dollars, 
nor  until  an  amount  in  cash  shall  be  in  hand  over  and  above 
all  liabilities  other  than  the  unearned  premium  reserve  of  not 
less  than  fifteen  thousand  dollars  and  not  less  than  one  full 
premium  upon  each  risk.  If  at  any  time  the  number  of  em- 
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ploybrs  insured  shall  fall  below  two  hundred  or  if  the  annual 
payroll  of  such  insured  employers  shall  fall  below  one  million 
five  hundred  thousand  dollars,  then  no  further  policies  shall 
be  issued  until  subscriptions  have  been  received  bringing  the 
total  number  of  such  employers  up  to  two  hundred  and  the 
corresponding  total  annual  pay  roll  up  to  one  million  five  hun¬ 
dred  thousand  dollars. 

Sec.  7.  No  single  risk  shall  be  insured  by  any  company 
organized  under  this  act  upon  which  the  premium  charged  by 
such  company  is  more  than  two  per  cent  of  the  premiums 
charged  upon  all  the  policies  that  the  company  has  in  force. 

Sec.  8.  The  rates  charged  by  any  company  organized  under 
this  act  upon  any  risk  shall  not  be  less  than  the  gross  bureau 
rates  applicable  thereto  as  determined  by  the  state  workmen’s 
compensation  insurance  rating  bureau. 

Sec.  9.  Every  company  organized  under  this  act  shall  in 
its  by-laws  and  policies  fix  the  contingent  mutual  liability  of 
its  members  for  the  payment  of  losses  and  expenses  in  excess 
of  its  available  cash  funds;  but  such  contingent  liability  shall 
not  be  less  than  an  amount  equal  to  one  annual  premium  in 
addition  to  the  annual  cash  premium  charged.  # 

Sec.  10.  Every  company  organized  under  this  act  shall  be 
subject  to  all  the  provisions  of  the  law  relative  to  such  insur¬ 
ance  in  so  far  as  the  same  are  not  inconsistent  or  in  conflict 
with  the  provisions  of  this  act. 

Sec.  11.  If  any  company  organized  under  this  act  is  not 
possessed  of  cash  funds  above  its  unearned  premium  reserve 
and  claims  reserve  and  other  liabilities  sufficient  for  the  pay¬ 
ment  of  incurred  losses  and  expenses  it  shall  make  an  assessment 
for  the  amount  needed  to  pay  such  losses  and  expenses  upon  its 
members  liable  to  assessment  therefor  in  proportion  to  their 
several  liabilities.  The  company  shall  cause  to  be  recorded  in 
a  book  kept  for  that  purpose  the  order  for  such  assessment, 
together  with  a  statement  setting  forth  the  condition  of  the 
company  at  the  date  of  the  order,  the  amount  of  its  cash  assets 
and  contingent  funds  liable  to  assessment  and  the  amount  of 
the  assessment  called  for.  Such  record  shall  be  made  and 
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signed  by  the  directors  or  other  persons  who  voted  for  the 
order  and  approved  by  the  insurance  commissioner  before  any 
part  of  the  assessment  is  collected  and  any  person  liable  to 
assessment  may  inspect  and  take  a  copy  of  the  same. 

Sec.  12.  The  directors  may  determine  the  method  to  be 
used  in  paying  dividends  to  members ;  provided,  however,  that 
no  dividend  shall  be  paid  unless  there  is  a  cash  surplus  of  not 
less  than  fifteen  thousand  dollars  and  not  less  than  an  amount 
equal  to  one  fourth  of  the  premiums  charged  upon  all  insurance 
in  force,  less  re-insurance,  over  and  above  all  liabilities  includ¬ 
ing  the  unearned  premium  reserve  and  the  claims  reserve,  and 
thereafter  at  least  twenty-five  per  cent  of  all  available  profits 
shall  each  year  be  placed  in  the  surplus  until  the  surplus  shall 
be  and  continue  to  be  not  less  than  an  amount  equal  to  the 
premiums  charged  upon  all  insurance  in  force,  less  re-insurance. 

Sec.  13.  No  assessment  shall  be  levied  and  no  dividepd  shall 
be  declared  until  such  assessment  or  such  dividend  has  been 
approved  by  the  insurance  commissioner. 

Sec.  14.  The  funds  of  any  company  organized  under  this 
act  shall  be  invested  in  the  manner  allowed  for  the  investment 
of  the^  funds  of  savings  banks. 

Sec.  15.  The  expenses  for  any  calendar  year  of  any  com¬ 
pany  organized  under  this  act  including  commissions  and  fees 
to  agents  and  officers,  but  not  including  expenses  incurred  for 
the  prevention  of  injuries,  shall  be  limited  to  thirty  per  cent 
of  the  gross  premiums  actually  received  during  that  year.  A 
violation  of  this  provision  shall  render  the  officers  and  directors 
and  all  persons  having  similar  powers  jointly  and  severally 
liable  to  such  company  for  any  amount  used  for  expenses  in 
excess  of  the  amount  provided  for  in  this  section.  In  the 
event  that  such  company  fails  or  refuses  to  recover  such  moneys 
so  paid  the  insurance  commissioner  may  sue  for  and  recover  the 
same  from  any  one  or  all  of  the  officers  or  directors  and  all 
persons  having  similar  powers  of  such  company  for  the  benefit 
of  its  members.  No  officer  or  other  person,  whose  duty  it  is 
to  determine  the  character  of  the  risks,  and  to  decide  what 
applications  shall  be  accepted  and  what  applications  shall  be 
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1  rejected  by  such  company,  shall  receive  as  any  part  of  his 

2  compensation  a  commission  upon  the  premiums,  but  his  com- 

3  pensation  shall  be  a  fixed  salary  and  such  share  of  the  net 

4  profits  as  the  directors,  and  all  persons  having  similar  powers 

5  may  determine. 

6  Sec.  16.  Whenever  the  liabilities  of  any  company  organized 

7  under  this  act  for  losses  reported,  expenses,  taxes,  unearned 

8  premium  reserve  and  claims  reserve  are  greater  than  its 

9  admitted  cash  assets  then  such  company  is  insolvent. 

10  Sec.  17.  Every  company  organized  under  this  act  shall 

11  file  with  the  insurance. commissioner  on  or  before  the  first  day 

12  of  ^larch  of  each  year,  its  financial  statement  exhibiting  its 

13  condition  on  the  thirty-first  day  of  December  next  preceding. 

14  Such  statement  shall  be  made  as  provided  for  in  the  blanks 

15  furnished  by  the  insurance  department. 

16  Sec.  18.  The  directors  of  any  company  organized  under 

17  this  act  shall  make  and  enforce  reasonable  rules  and  regula- 

18  tions  for  the  prevention  of  injuries  on  the  premises  of  members 

19  and  for  this  purpose  the  inspectors  of  the  company  shall  have 

20  free  access  to  all  such  premises  during  regular  working  hours. 

21  Any  employer  or  employee  aggrieved  by  any  such  rule  or 

22  regulation  may  petition  the  industrial  accident  commission  for 

23  a  review,  and  it  may  affirm,  amend  or  annul  the  rule  or 

24  regulation. 

25  Sec.  19.  Auditors,  inspectors  and  other  agents  of  the  com- 

26  pany  shall  have  free  access  to  the  wages  accounts  and  payrolls 

27  of  members  for  the  purpose  of  verifying  payrolls. 

28  Sec.  20.  Any  member  of  any  company  organized  under 

29  this  act  may  withdraw  at  any  time  by  giving  thirty  days  writ- 

30  ten  notice  of  his  intention  to  withdraw  and  surrendering  his 

31  policy;  provided ,  however,  that  he  shall  discharge  all  his  obli- 

32  gations  to  the  company  at  the  time  of  his  withdrawal.  The 

33  termination  of  such  insurance  shall  not  act  to  release  the 

34  member  withdrawing  from  liability  for  the  payment  of  his 

35  assigned  share  of  all  assessments  then  or  thereafter  made  to 

36  make  up  deficiencies  due  to  accidents  happening  while  he 

37  was  insured  in  such  company.  The  premium  for  such  sur- 
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rendered  policy  shall  be  returned  to  the  member  withdrawing 
less  the  customary  short  term  premium  for  a  time  during  which 
the  policy  was  in  force.  The  company  shall  have  power  to 
cancel  or  determine  any  policy  by  giving  the  insured  five 
days’  written  notice  to  that  effect  and  returning  to  the  insured 
his  pro  rata  part  of  the  premium. 

Sec.  21.  Any  company  organized  under  this  act  shall  have 
power  to  amend  its  articles  of  association  and  by-laws  at  its 
regular  annual  meeting  or  at  special  meetings  called  and  held 
as  provided  in  its  by-laws,  but  said  amendments  shall,  before 
they  become  operative,  be  approved  and  filed  in  the  same  man¬ 
ner  as  the  original  articles  and  by-laws. 

Sec.  22.  Any  company  organized  under  this  act  shall  have 
power  to  own,  hold  and  acquire  such  real  and  personal  property 
as  shall  be  necessary  for  the  transaction  of  its  business. 

Sec.  23.  Any  company  organized  under  this  act  may  sue 
and  be  sued  in  any  court  of  law  or  equity,  with  the  same  rights 
and  obligations  as  a  natural  person,  and  in  addition  to  the 
powers  hereinbefore  enumerated,  shall  possess  and  exercise  all 
such  rights  and  powers  as  are  necessarily  incidental  to  the 
exercise  of  the  powers  expressly  granted  herein. 

Sec.  24.  This  act  shall  not  apply  to  contracts  made  between 
persons,  firms  or  corporations,  of  this  state,  and  others  of 
this  state  and  other  states  for  the  protection  of  their  own  prop¬ 
erty  under  the  plan  known  as  reciprocal  insurance  or  interin¬ 
surance,  nor  to  unincorporated  inter-indemnity  compacts. 
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